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A Story Of Competition In Bulk Contracts

Stoneybrook Master Association of Orlando, Inc. ("Stoneybrook" or

"Association") is a planned unit community of approximately one thousand three

hundred fifty (1,350) single family homes in Orange County, Florida. It is controlled by

the homeowners association, the Board of Directors of which are elected by the

community's homeowners. Under the Association's governing documents, the

Association may provide certain specified services for the benefit of all homeowners,

including cable television services. The Association may provide other services in the

community's interests.

In 1997, Stoneybrook's developer entered into a bulk contract with Adelphia for

cable services. In the latter part of2006, this contract was transferred to Comcast when it

acquired Adelphia's cable system In Orange County, Florida (hereinafter

"Adelphia/Comeast Contract"). The Adelphia/Comcast Contract expired at the end of

2007. At that time, the Association was paying approximately $20 per month per unit for

cable services that included 72 channels. During the years the Adelphia/Comcast

Contract was in force, community residents experienced significant service issues. In

addition, they were unable to obtain some of the advanced cable and broadband services

that other providers were offering in Orange County and elsewhere, including high

definition ("HD") channels and Voice Over Internet Protocol ("VoIP"). Thus, the

Association decided to explore if there were alternatives, other than Comcast, to provide

services to the community. What followed serves as an example of intense competition
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by a wide-range of providers to provide services to residents of Stoneybrook on a bulk

basis. The following describes the detailed process the Association's Board undertook.

Approximately one year prior to the expiration of the Adelphia/Comcast Contract,

the Association engaged the undersigned to assist with obtaining video services on a bulk

basis. One of the first things we did was to notify the community that the cable services

agreement was expiring and to infonn them as to the process we would be following to

reach a new agreement to provide cable services. Under the expiring Adelphia/Comcast

Contract, only expanded basic cable television (72 channels) was provided as a bulk

service. Comcast offered other cable services and high speed Internet to homeowners on

an optional individual subscriber basis. In addition, AT&T (fonnerly BellSouth) offers

direct subscriber line (DSL) and telephone services. Direct broadcast satellite (DBS)

providers also offer video services to residents.

We surveyed residents to detelmine if they wanted to include high speed Internet

as part of the bulk services as opposed to having the bulk contract cover solely cable

television. We received a significant response from residents and the overwhelming

majority indicated that they desired to include high speed Internet as a bulk service. In

llddition, it has become a widespread practice in the County and elsewhere for providers

of cable to also offer high speed Internet and the Board decided that it would be

beneficial to offer both services on a bulk basis.

We then contacted various providers who were technically, financially and legally

capable of providing cable and Internet services to the community. We received

proposals from the two largest franchised multiple system operators in the County:

Comcast, which owned its infrastructure in the community and was already providing
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services, and Bright House Networks ("Bright House"), which is the largest franchised

cable provider in the County. As in other areas of Florida and the country, Comcast and

Bright House have not overbuilt each other and do not compete for individual

subscribers. However, since they both have systems in Orange County and are

technically and legally capable of providing cable service to Stoneybrook, they competed

aggressively for a bulk contract to serve the community.

We also received proposals from a private cable operator, HBL Communications,

and from AT&T, which proposed to provide high speed Internet, but was not capable of

providing video services directly and would have to contract with another party for video

services. Other providers declined to submit proposals. We engaged in negotiations with

Bright House, Comcast, and HBL. Following presentations to the Association's Board,

the Board selected HBL for a variety ofreasons.

By leveraging the ability to negotiate favorable terms for providing services to all

residents on a bulk basis, the bulk agreement with HBL is very beneficial to

Stoneybrook's residents. The bulk agreement provides for the following principal terms.

• Expanded cable services (at least 76 channels including HD local channels) and

high speed Internet access with favorable guaranteed upload/download speeds;

• Programming lineup for bulk services selected by the Association, including

channels of particular interest to residents;

• Free broadband services to gates/guardhouses at entrances to the community,

reducing expenses to the Association for security services;

• Free services to club house/fitness center, and management offices;
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• Free community channel (controlled by Stoneybrook) and intranet available only

to community residents;

• Free WiFi services in club house/fitness center, ball fields, and pool area; and

• Advanced technology to ensure at least a one GHz system and less homes per

node than other cable systems.

Further, to ensure services in Stoneybrook remain "state-of-the-art" during the

term of the agreement, the bulk agreement obligates HBL to provide at least the technical

capabilities and services that the largest franchise cable and DBS providers offer in the

County. HBL's rates for non-bulk services must be competitive with those of such other

providers. HBL must also offer a full range of non-bulk services for residents who

choose to subscribe to such optional services including HDTV, premium cable services,

additional bandwidth for high speed Internet, VoIP, and similar services. The agreement

also contains detailed customer service provisions that are more stringent than either the

FCC's or County's requirements, along with enforcement mechanisms.

Because HBL needed to expand the club house/fitness center facility to house its

headend facilities, HBL agreed to construct an expansion of the building for the

community's benefit. At the expiration of the agreement, the Association will own the

system, including the headend, affording many options to obtain services in the future.

Finally, the Association's rate for bulk services is approximately fifty percent (50%) of

the monthly retail rate Comcast and Bright House charge in the County for expanded

cable and Internet access, and the bulk agreement imposes caps on annual rate increases.

This process and the decision were not without significant challenges, particularly

given the extremely competitive nature of Comcast in attempting to deter the decision to

GrayRobinson, PA 5



select another provider. I Also, this decision required the construction of new

underground cable infrastructure, which all in all was completed in a relatively short

timeframe without much disruption to property or persons. The Association believes

strongly that its residents will recognize significant savings on high-quality cable and

high speed Internet services, and therefore, are substantially better off under a bulk

contract than without a bulk contract.

Stoneybrook is aware that residents of other homeowner associations in Florida

have complained about the services or terms under agreements entered into by developers

prior to residents assuming control of the association. Stoneybrook can appreciate these

comments, even though it did not experience such issues. It is important to realize that

under Florida law, residents within homeowner associations have available remedies to

address such issues, including terminating umeasonable contracts.2 There may also be

bulk contracts that, in hindsight, providers regret entering because they would have

obtained greater revenue by offering services on a retail rather than bulk basis. Certainly

such contracts need to be negotiated with a clear appreciation of issues that could arise

over the contract's duration. However, merely because a few parties were not well-

represented when their bulk contracts were entered does not justify elminating all bulk

contracts that offer substantial benefits to millions of residents living within associations.

Stoneybrook has invested a great deal of time and money in its bulk contract, as has

HBL. The Commission should avoid any action that would result in Stoneybrook's

existing bulk contract being invalid.

I HBL installed a new system to serve residents in the community. Thus, Comcast can continue to serve
residents directly who choose to subscribe to any of Comcast's services, over its existing system.
2 As reflected in many comments, such homeowner associations actually were successful using state law to
modify or to terminate contracts entered by their developers. The Commission should be cautious about
enacting regulations that may preempt state law designed to protect residents within associations.
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In addition to Stoneybrook's investment, HBL has made a multi-million dollar

capital commitment, with financing guaranteed with the cash flow it would be receiving

under the bulk contract. If the FCC invalidates the bulk contract, most likely HBL will

be in default of its financing. Stoneybrook's residents will then not be left with multiple

providers competing head-to-head for each home, but with merely Comcast providing

cable services (or DBS providers) and the same current choice of either Comcast or

AT&T for Internet services. Obviously, such services will continue to be at substantially

higher retail rates than under the bulk contract. Further, the Association will not receive

any of the significant services including security, community channel, free services and

WiFi in community areas, and other such benefits that are very important to the

community. Accordingly, we urge the FCC not to take any action that would in any way

interfere with or affect Stoneybrook's bulk contract. We further invite the FCC

Commissioners and Staff to visit Stoneybrook to see the results of competition in action

and the benefits of bulk contracts first hand.

Respectfully submitted,

By: /s/ Gary Resnick
Gary Resnick
GrayRobinson, PA
401 E. Las Olas Blvd.
Suite 1850
Fort Lauderdale, FL 33301
(954) 761-8111

Attorney For Stoneybrook Master
Association of Orlando, Inc.
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